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ADMINISTRATIVE CONFERENCE OF THE UNITED STATES
Comments on the adequacy of the Administrative Conference of the United States'
existing authority and procedures for indemnifying contractors are being sought by
the agency by 3/1/88 (see the 2/9/88 Fed. Reg. . p. 3766). (The purpose of the
Administrative Conference is to develop improvements in the procedures by which
Federal agencies administer regulatory, benefit, and other government programs.)
Indemnification of government contractors for third-party liability involves the
issue of who should bear the risk of liability-- the government, the contractor, or
the third party--when injury or damage to a third party is caused by products or
services supplied by government contractors.
The Conference is particularly
interested in receiving comments concerning 1) agency authority; 2) risk
assessment; and 3) information and recordkeeping. Under the "information and
recordkeeping" category, the agency is seeking comments about 1) whether adequate
information is available to the public about amounts paid out, as well as total
potential liability, under indemnification clauses and 2) whether a requirement
for periodic reports by agencies listing payments and contingent liabilities would
be worth the time and expense needed to prepare them.
Specific information about
what questions the Conference would like addressed under the "agency authority"
and "risk assessment" categories is provided in the Federal Register notice, as
well as questions concerning how well Federal agencies address certain issues when
deciding to grant an indemnity clause to a contractor.
Comments and requests for
additional information should be directed to David M. Pritzker, Administrative
Conference of the United States, 2120 L Street, N.W., Suite 500, Washington, D.C.
20037; 202/254-7065.
COMPTROLLER OF THE CURRENCY, OFFICE OF

National banks must now prepare and make available an annual disclosure statement
detailing the financial condition of individual institutions, according to a final
rule adopted by the OCC (see the 2/10/88 Fed. Reg. pp. 3863-67).
The rule states
that the annual disclosure statement must be made available to shareholders,
depositors, and the general public.
National banks must incorporate information
from financial reports for the current and preceding year in the newly approved
annual disclosure statements.
Specifically, the final rule requires banks to
include certain call report information, including balance sheet data; past due
and non-accrual loans and leases; income statement data; changes in equity capital
and charge offs and recoveries; as well as any changes in allowances for loans and
lease losses.
A notice of disclaimer which states that the annual disclosure
statement has not been reviewed, or confirmed for accuracy or relevance by the OCC
is required to be included in the disclosure statement.
The rule states that the
disclosure statement must be available by 3/31 each year.
However, if the bank's
annual shareholder's meeting is to be held before 3/31, it is required to make the
disclosure statements available to its shareholders before the meeting.
The rule
encourages national banks to make more frequent or expanded disclosures of
information that it deems important to evaluate the condition of the bank.
The
final rule is effective 3/11/88.
For further information after reading the final
rule, please contact Emily R. McNaughton at the OCC at 202/447-1164.
TREASURY, DEPARTMENT OF

A revised version of "Tax on Unrelated Business Income of Exempt Organizations." IRS
Publication 598, is now available from the IRS.
The publication is for use by
tax-exempt organizations that engage in trade or business unrelated to their
exempt purposes, according to the IRS.
The revised version of the publication
covers changes made by the Tax Reform Act of 1986.
Copies of Publication 598 are
available free of charge from the IRS by calling 1/800/424-3676.
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TREASURY, DEPARTMENT OF

Definitions of "highly compensated employee" and "compensation" have been issued by
the IRS in temporary and proposed regulations (see the 2/19/88 Fed. Reg.. p. 4999
and pp. 4965-76).
Comments are requested by 4/19/88.
The temporary and proposed
regulations relate to the scope and meaning of "highly compensated employee" in
section 414(q) and "compensation" in section 414(s) of the Internal Revenue Code
of 1986 and reflect changes made by the Tax Reform Act of 1986 (TRA '86).
According to the IRS, the temporary and proposed regulations will "provide the
public with guidance necessary to comply with the law and would affect sponsors
of, and participants in, pension, profit-sharing and stock bonus plans, and
certain other employee benefit plans."
Two categories of highly compensated
employees are provided in the regulations --highly compensated active employees and
highly compensated former employees.
The IRS said the determination of whether
"such employees are active or former employees is made on the basis of whether or
not the individual performed services for the employer during the determination
year."
Special rules are also provided for making determinations regarding 1)
which employees are officers and includible as highly compensated employees; 2)
the manner in which the determination of highly compensated employees is made for
the current year; 3) former employees; and 4) family aggregation.
The IRS noted
that the temporary and proposed regulations do not "include rules applicable to
the identification of the highly compensated employees when there are changes in
the composition of the employer due to mergers acquisitions, divisive
reorganizations, and similar business transactions."
The IRS also requests
comments about the application of section 414(q) in such situations.
The Service
said it plans to issue proposed regulations on these types of situations later
this year.
The temporary and proposed regulations generally define the term
"compensation" in section 414(s) to mean "compensation, other than qualified or
previously qualified deferred compensation, received for services performed for
the employer that is currently includible in gross income for income tax
purposes." The regulations also provide a definition of compensation with respect
to self-employed individuals.
The IRS said that in general the temporary and
proposed regulations apply to years beginning on or after 1/1/87, except as
otherwise specified in TRA '86.
Optional transition rules are also provided under
the regulations.
Comments and requests, for a public hearing should be sent to
Commissioner of Internal Revenue, ATTN:
CC:LR:T (EE-129-86), Washington, D.C.
20224.
For further information after reading the temporary and proposed
regulations, please contact Nancy J. Marks at the IRS at 202/566-3938.
Proposed regulations relating to the definition of resident alien are the subject of
an IRS public hearing scheduled for 6/15/88 (see the 2/18/88 Fed. Reg., p. 4858).
The proposals amend the Income Tax Regulations, the Employment Tax Regulations and
the Regulations on Procedure and Administration of the Internal Revenue Code of
1954.
The proposed regulations to determine whether an individual is a resident
or non-resident were originally published on 9/10/87 (see the 9/14/87 Wash. Rpt.).
The hearing is scheduled to begin at 10:00 a.m. in the IRS Auditorium, 7400
Corridor, Internal Revenue Building, 1111 Constitution Ave., N.W., Washington,
D.C.
Requests to speak and outlines of oral comments must be submitted by 6/1/88
to the Commissioner of Internal Revenue, Attn:
CC:LR:T (INTL-55-86) Washington,
D.C. 20224.
For further information contact Marcia Evans at the IRS at 202/5663935.

"The

IRS is ready for the challenges of tax reform and the 1988 filing season."
according to IRS Commissioner Lawrence B. Gibbs, who appeared before the Senate
Finance Subcommittee on Private Retirement Plans and Oversight of the IRS on
2/16/88.
The IRS has placed new emphasis on providing quality service to
taxpayers in preparing for this filing year, the Commissioner said.
Some of the
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preparations the IRS has undertaken include:
1) developing materials to explain
the new tax law and its changes to taxpayers; 2) training existing IRS employees
and hiring additional full time employees to process returns and assist taxpayers
in their preparations; and 3) improving and expanding taxpayer service programs
and IRS service centers by providing additional personnel and extending hours of
service.
Subcommittee Chairman David Pryor (D-AR) said that, according to his
staff who had tested the IRS telephone service programs, although the IRS agents
contacted were courteous and helpful, many times the staff had received busy
signals.
Commissioner Gibbs responded that 85 percent of the calls are answered
on the first or second try.
The Commissioner also addressed the problem of IRS
personnal giving taxpayers erroneous advice which results in additional tax,
penalties and interest to the taxpayer.
Commissioner Gibbs said if the taxpayer
can supply proof, such as the name of the official and the time and date the
advice was given, the IRS would waive the penalty and is currently researching the
legality of waiving the interest as well.
In conclusion, Commissioner Gibbs urged
taxpayers to file early returns to avoid penalties and interest in the case of an
error, and urged the Congress to "diminish the quantity and velocity" of change to
the nation's tax code.
A similar hearing is planned for 2/23/88 by the House Ways
and Means Subcommittee on Oversight (see the 2/15/88 Wash. Rpt.).

For further information contact Shirley Twillman at 202/737-6600.
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